A REVI EW OF | NCOVE CONCEPTS
USED IN ECONOM C ANALYSES

1.0 | NTRODUCTI ON

"INCOME" == No ot her word appears so pervasively in the literature of
econom cs. No other concept plays such an inportant and diverse role in
assessing well-being, predicting consunption and productive activities,

anal yzing national economc growh and fluctuations, neasuring the equity
of tax systens, and so forth. More resources are devoted to neasuring

i ncone than any other economc statistic. Yet, there is no single concept
of income which is universally applicable. Myjor alternative concepts of

i ncome have evolved in the economc literature to serve different purposes.
For exanple, taxable income reflects the requirements of a tax system which
nust tenper equity with admnistrative feasibility. A different concept --
di sposabl e' personal income -- is used in studies of consumer behavior.

Anot her concept -- noney income -- has been used in nost studies of the size
distribution of income. Still other concepts have been devel oped for other
purposes.  "Incone" has proved to be a versatile concept which has been

defined in a variety of ways, depending on its intended analytic use

This paper reviews and conpares these alternate concepts of incone as a
contribution to the initial design of the Survey of Income and Program
Participation. The paper seeks to (1) relate each concept to the particul ar
econom ¢ question(s) for which it is appropriate; (2) define each concept

in such a way that conparisons are possible in terms of (a) transactions in-
cluded and excluded, (b) the analytic unit for whomincone is aggregated,

and (e) the accounting period for which income is neasured: and (3) indicate
the studies which originally. defined or elaborated the concept. The goal of
the paper is to specify each concept insufficient detail to identify the
data items needed for its measurenent by neans of a househol d survey. Wile
this goal proves elusive for certain concepts, the mgjority of those con-
sidered can be defined in a precise way.



1.1 I ncreased Need for |Incone Data
4
Maj or efforts have been undertaken in the | ast decade to inprove the avail-

ability and quality of data on personal income. The original focus of nuch
of this work stemmed from the perception of the problem of poverty and the
need to expand the stock of information on which decisions could be made
for the allocation of resources toward economc relief of the poverty
popul ati on.

Prior to 1965, the major source ofinformation was data fromthe Current
Popul ation Survey for national estimates. Detailed information on |oca

area incone distribution was available only from the Decennial Census

Wi le the Decennial Census figures provided useful in a nunber of analytic areas.
concern was expressed that it did not provide sufficiently detailed information
on which to base major policy decisions and assessnents of the poverty

probl em 1

The first major effort at inmproving this data base was the com

m ssioni ng of the Survey of Econom c Opportunity (SEQ O fice of Economc
Opportunity, 1967). TheSEO represented a major inprovement in the detai

wi th which income data was reported for the |owincome population. |t also
allowed the collection of nore detailed information on fam |y and individua
characteristics, participation in federal programs, and other controlling
factors. The original sE0 was a two year effort, and was followed by the
commissioning of the Survey Research Center to mount a |ongitudinal survey
-- the Panel Study of Income Dynamcs (Mirgan and Smth, 1969). At approxi -
mately the sane time, support was provided by the Departnent of Labor for
the National Longitudinal Survey (Parnes, 1975). This effort was focused
primarily on collecting detailed data on work history and enpl oyment experi -
ence for certain cohorts within the U S population. Coviously, however,
thesedatahadto be acconpani ed by asset and income data to reflect the out-
come of the enploynent experience. Thus, while sone differences exist in
enphasis between the two |ongitudinal surveys, both represent major efforts
at the joint determnation of enployment and incone which have contributed
enormously to our understanding of the inter-tenporal dinmensions of the
poverty problem

lThe Census reports data on cash earnings gross of taxes, and certain forms
of unearned incone paid in cash (property income and public and private

cash transfers). See "Cash or Money | ncome” in Section 4.1 for a discussion
of the limtations of this incone concept.



A maj or remaining question, however, is whether these surveys provide a

m crodata base which is suitable for all major analytic uses. The concept
of incone differs between researchers attenpting to answer the sanme question
as well as anong different research areas. Thus any survey which attenpts
to provide data for a broad class of uses and users must concern itself wth
the possible alternative concepts of incone which researchers using that
data mght wish to adopt. The alternative concepts differ-in three broadly
defined dinensions: (1) in the set of transactions included; (2) in the
anal ytic unit for whem incone is aggregated; and (3) in the time period

over which income is neasured.

It is inportant that this examnation of the income concepts used in
econom ¢ analysis be focused in a practical way on the data requirenents
inplied for the survey by these incone concepts. It is correct to say that
even the nost precise theoretical definition of incone is formulated in
terms which do not translate easily into a set of data requirenents. I'n
particular, rarely are the definitions described in terms of adding up items
froma standard set of transactions.

In order to achieve this translation, it is often necessary to exam ne
articles which use each concept enpirically, as well as the articles

which first define the concept. The authors of the former are often forced

to nodify existing data to conformwth the theoretical concept they are

using. Their description of this process (together with the definition of

the data base) is nost valuable in identifying the specific itens to be

i ncluded or excluded from each concept , or the changes to be made-in reci p-
ient unit or accounting period. Both sorts of studies are discussed and cited
bel ow, although our enphasis is on the semnal article or articles for each
concept .

1.2 Overvi ew

The major focus of this paper is on mcroeconom c studies done by economsts,
al though the national aggregates which correspond to each personal income
concept are considered as well. The mmjor areas of analysis which are

exam ned include (1) consunption and savings; (2) the analysis of production
by househol d nenbers; (3) public finance, taxation and incone redistribution
(4) the measurement of econom c well-being; and (5) social accounting. Each
area is further subdivided into subareas.
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Wthin each area, alternative concepts of income are discussed in the order
of their energence. This chronol ogical presentation of concepts is not

an arbitrary choice. The concept of income has evolved in response to
changes in social institutions-- especially changes in the nature of famly
rel ationships and the growing inportance of the state in redistributing
income and altering consunption choices. A definition of income which

was once appropriate to the study of human behavior can beconme obsol ete

due to these trends. Recognition of this stimulates attenpts to devise
better definitions.

The presentation of each concept of income begins with a discussion of

its theoretical origins. Here primary reliance is placed on the origina
theoretical statement(s) and on those later studies which best define the
concept. The analytic unit typically associated with the concept is also
di scussed.  For example, earnings are normally identified with individuals,
whereas measures of economic well-being are usually constructed for multi-
person consumng or famly units. COften the accounting period over which
income is neasured is a crucial elenent in the definition of an incone
concept. Gven the information on the theoretical definition, the recipi-
ent unit, and the accounting period, an operational definition is supplied
where this is feasible. This operational definition presents a detailed
list of conponents--the items which nust be included as sources of in-
come, deductible expenditures, or other exenptions which nust be subtracted
fromthe inconme total to realize the theoretical definition. Finally, any
problems or special features which that concept presents are addressed.

The final section of this chapter sumarizes and conpares the income con-
cepts discussed. Tables are presented which allow the conparison of in-
cluded conponents, exclusions and deductions, recipient units, and account-
ing period.

1.3 Econom ¢ Mbdel of the Househol d

Every incone concept is enbedded within some nodel of behavior, even if
the model is not explicitly stated. In order to understand howit is
that different definitions of income can arise, it is useful to consider



such a nodel. Presented in Figure 1-1is a flow chartl which displays the .
interrel ationsRips ampng many of the inportant elements of what has become
a widely adopted econom c nmodel of househol d behavior.

In the first quadrant (upper right) of the diagram the process of con-
sunption and saving is shown. Earnings, income from property, and cash
transfer income together determ ne disposable incone. D sposable income

is allocated between consunption and saving. The latter may take the
formof additions to home assets or accumulation of financial assets. The
quadrant includes the contribution of in-kind transfers to total consunption
of the household as well as the fact that expenditures include sales and
exci se taxes which are paid to governnents

The second quadrant (upper left) depicts the roles of the state. Taxes on
earnings and incone from property (incone taxes), taxes on wealth (property
taxes) and taxes on consunption (sales and excise taxes) together determne
the revenues of the state. These revenues may then be used to transfer cash
to househol ds, to provide in-kind transfers,orto purchase goods and ser-

vi ces which are collectively consuned (public spending).

In the third quadrant (lower left) is depicted the production decision the
househol d faces. Each household member nust allocate his or her tinme anong
conpeting uses: working in the narket and earning inconme, working at hone
to provide services which are enjoyed by household nenbers, or pursuring

an education. The econom c nodel assumes that this allocation is jointly
determned by all household menbers, taking into account the relative con-
tribution each nmenber can nmake in each task, and that conplete specializa-
tion is rarely possible or profitable.

The fourth quadrant (lower right) assenbles the resources which constitute
the household' s wealth. These may be classified as (a) financial assets,

1 Gertain conventions are followed in the chart. Rect angul ar boxes denote
fl ow of income, production or consunption; oval boxes denote stocks of
weal th orresources; triangles represent a sorting or nerging operation,
such as the application of a tax on incone or the conbination of revenues
fromdifferent sources; small circles with letters inside are connectors
used when a path cannot be drawn directly between two related el ements;

di anonds represent decision points, where mgjor household decisions affect
the flow of income or resources.



Figure I-1
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which yield a nonetary return, (b) home assets, which do not provide a cash
i ncome, but do’provide services, and (e¢) human capital and tine, which to-
gether determne the rate at which the household can earn incone.

in the center of the diagramis economc well-being. As shown it is a
function of ordinary consunption, services provided by one's hone assets
and benefits derived from public spending. Not shown is the dependence of
econom ¢ well-being on the number and ages of famly nembers, as well as
its possible variation with locality of residence or other factors.

Income appears at several places in the nodel. An incone concept results
froma decision as to where to neasure inconme and what types of transactions
to include. Income, it must be remenmbered, is a flow not a _stock. Wen one
measures income, one determnes the rate at which (dollar-weighted) trans-
actions are occurring per unit time. Thus one may choose to measure income
in Quadrants Il and IV by conbining theflows of earnings and property
incone. Alternatively, one may choose Quadrant |, where after tax incone
from the above sources is conbined with cash transfer income to yield dis-
posabl e income. The first measurement takes place before taxes are levied
or transfers made by the state; the latter neasurenent incorporates the

i npact of taxation and redistribution. One may also choose to incorporate
the effects of taxes, but not transfers, or vice versa.

Incone also may be measured by including cash transactions only, or by
including all fornms of inconme, whether paid in cash orinkind. The com
bination of these two alternatives with the four alternative choices of
poi nt of neasurement yield eight variants for income, shown in Table |-

Each of the variants has been realized in some income concept. For certain
variants such as nunber eight (Post-tax/Post-transfer, in cash orin kind),
many concepts have been identified, which differ in thespecific items of
in-kind incone included. The particular basis chosen depends on the analy-
tic use to which the incone concept is to be put. The pre-transfer neasures
(variants 1-4) appear nost often in studies of production behavior (Chapter
2). Pre-tax/post-transfer nmeasures (variants 5-6) find their uses in studies
of tax incidence and the inpact of redistribution (Chapter 4). Post-tax and
transfer measures (variants 7-8) are appropriate to the study of consunption
and the distribution of income (Chapters 2 and 4). Variant 8, in particular,
Is typically chosen when constructing measures of economc well-being
(Chapter 5).



Table 1-1

ALTERNATIVE BASES FOR MEASUR NG | NCOVE

Poi nt of Measurenent

(1)
(2)

(3)

(4)

(5)

{6)

(7

(8)

Pr e- Tax/ Pre- Tr ansf er

(Quadrants |11 and Ivl
Pre- Tax/ Pre- Tr ansf er
(Quadrants 111 and Iv)

Post - Tax/ Pre- Tr ansf er
(Quadrant 1)

Post - Tax/ Pre- Tr ansf er
(Quadrants | and I11)

Pr e- Tax/ Post - Tr ansf er.
(Quadrants I, 111, &Iv)

Pre~Tax/Post-Transfer
(Quadrants 1-1v)

Post - Tax/ Post - Tr ansf er
(Quadrant I)

Post - Tax/ Post - Tr ansf er
(Quadrants 1-111)

| ncl uded
Earnings and property incone

Earni ngs, property incone,
val ue of hone production
grossinmputed incone from
home assets, and educational
I nvest ment

Net earnings and net property
i ncone

Net earnings, net property
i nconme, value of home produc-
tion, services of hone assets,
and educational investnent

Earnings, property inconme, and
cash transfer incone

Earni ngs, property income

val ue of hone production, gross

i mputed incone from home assets
educational investnent, cash
transfers, in kind transfers,

and benefits from public spending

Net earnings, net property
i ncone and cash transfers

Net earnings, net property 4
income, value of honme produc-
tion, services of hone assets,
educational investnment, cash
transfers, in kind transfers,

and benefits from public spending

Transacti ons

Recogni zed
Cash only

Cash/In Kind

Cash only

Cash/In R nd

Cash only

Cash/In Kind

Cash only

Cash/In Kind



Using the classification system presented above, Table |-2 presents the

i nconme concept;’discuSSed in this report and notes the section which deals
with each. Inspection of the table makes clear that pre-tax and transfer

i ncome concepts (such as earnings and national income) are associated with
the anal ysis of production (discussed in Chapter 3), while post-tax and
transfer concepts are nore appropriate to the analysis of consunption and
saving (Chapter 2). On the other hand, students of incone distribution and
public finance have typically used neasures which include transfers, but do
not subtract taxes. These concepts are discussed in Chapter 4.

1.4 Summary of Included Transactions

Tabl e 1=3 presents, in considerably nore detail, a set of conponent itens
which are used to describe the concepts of income considered in this paper

The detailed character of this list was developed in response to the often
conpl ex definitions of income used in determining eligibility for public

assi stance programs, as well as a need to describe the incone data currently
avai lable. Barely does a theoretical definition of income require nore

than a distinction between earnings (A Labor Income and B. Business Incone),
property incone, public transfer paynents (D. Public Cash Transfer Paynents
and E. Public In-kind Transfers) , and private inter-unit transfers (F.

Private Transfers in Cash or In-kind). However, a detailed listing of
conponents falling into each of the above categories has been retained to
facilitate conparisons between the incone concepts reported here and those
reported elsewhere.1 Al'l sources of income are neasured gross of any direct
taxes levied upon them Tax categories are included in the "expenditures"
section, along with other expenses sonetimes netted out of a particular income
concept. Definitions of each itemare presented in Appendix A The inclusion
of Sections H and J, Assets and Liabilities respectively, requires explanation.
Assets and liabilities are stocks, not flows. The difference between tota
assets and total liabilities is the net worth or wealth of the househol d. For
nost income concepts, wealth is irrelevant: the actual or inputed flow of
wealth may be included, but not the stock of wealth itself. In Chapter 5,
however, are presented economc well-being concepts which conbine incone and

1 See Preface for a list of other papers in this series.



TABLE 1-2
I NCOVE CONCEPTS, ACCORDI NG TO BASI S

Di scussed in

Section

Types (1) and (2) Pre-tax/Pre-transfer concepts

Ear ni ngs 3.1

Earni ngs capacity 4.4

National incone 6.1

I.R.S. taxable income 4.3
Types (3) and (4) Post-tax/Pre-transfer concepts

Negative incone tax base 4.4

Net earnings 3.1

Types (5) and (6) Pre-tax/Post-transfer concepts

Cash flow or consunption tax base

Census noney income

Conprehensive tax base

Fam |y income

Personal incone-aggregate definition

Personal incone-size distribution definition

roR A
=Wy w

Types (7) and (8) Post-tax/Post transfer concepts

Adj usted broad income
‘Disposable personal incone
Econom ¢ wel | - bei ng
Life-cycle incone

Per manent incomne.

Potential incone

Rel ative incone

5.4

Nw o B
[CN RN NI N
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TABLE | -3
- THE Basic COVPONENT SET

| NCOME

Labor | ncone

Gvilian \ages

Cvilian Salaries

Tips and Gatuities

Honoraria and Awards

Sick Pay

WN Payment s

Active Mlitary Pay--Nonhazardous Duty
Active Mlitary Pay-Hazardous Duty
Mlitary Reserve Pay

I nsurance Provided by Employer

Enpl oyer Contributions to Pension Plan
Earnings Ppaid in Kind

Val ue of Bargain Purchases from Enpl oyer
I nputed Income from Home Activity

| nput ed Inceme While Attending School
Val ue of Leisure Tine

N

L]
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Busi ness | ncone

Net Income from Business Proprietorship

Net Incone from Business Partnership

Net Income from Farm Proprietorship

Net |ncome from Farm Partnership

Val ue of Food Produced and Consunered by Oaner of Farm
Ganbling Wnnings or Losses

oIk wND —

Property |ncone

I nt erest

Di vi dends

Net Inconme from Rental Property
Royal ti es

Realized Capital Gains or Losses
Unrealized Capital Gains or Losses
| nputed Rent on Oaner-CQccupi ed Hone
I nputed Service Value of Durable CGoods
Receipts from Private Pension Plan
Receipts from Public Pension Plan

I ncome froma Trust

Ret ai ned Earnings of Corporation
Corporate Income Tax Liability

*

HPPPBYONoOn~wWwN

NCNNNACONOO0O0N © WEWWRW W@ PSSP PPEPPPPEER> &
Ww N~ O

Public Cash Transfer Paynents

Social Security Retirenment Benefits

Social Security Disability Benefits

Soci al Security Surviver's Benefits

Railroad Retirement Benefits

Unempl oynent Benefits

Workmen's Conpensation Paynents

Veteran's Disability Pension--Service Connected
Veteran's Disability Pension--Nonservice Connected
Pension for Survivors of Veterans

11
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THE BASI C COVPONENT SET

Veteran's Educational Benefits

Aid to Famlies with Dependent Children
Suppl enental Security Income

CGeneral Assistance

G her Public Assistance

OoOo00o0o
[ e e
~WN —O

. Public In-kind Transfers

Bonus Val ue of Food Stanps

School Meal Subsi dy

Medi care Benefits

Medi caid Benefits

Medi cal Care Provided by Veterans Adm nistration
Public Housing Subsidy

Assi stance to Homeowners (Section 235 and 502)
Assistance to Renters (Section 8.101.236.515)
Subsidy from Public H gher Education

Schol arshi ps and Fel | owshi ps

RPYoo~NOoO oI~ WwWwN —

m@mmmmmmmm
o

T

Private Transfers in Cash and in Kind

Alinmony and Child Support Receipts
Gfts

Bequest s

Damages (Net of Associated Costs)
Schol arshi ps and Fel | owshi ps

Trai ning Provided by Enployer
Prizes and Awards

Support Provided by Qthers
Proceeds from Life Insurance

mTmmmmmm
O oOo~NO O~ wWwN T

EXPENDITURES

Commuting Cost

Child Care--Wthin the Hone
Child Care--CQutside the Hone
Uni on Dues

Dues to Professional Organizations
Gothing and Tools Required in Wrk
Educati onal Expenses

Medi cal Expenses

Medi cal | nsurance Prem uns

Bent

Mortgage Principal and Interest
Uility Payments

[ nsurance on Hone

Federal Incone Taxes

F.1.C A Taxes

State Income Taxes

Local \Wage or Incone Taxes
State Sales or Exci se Taxes
State and Local Property Taxes
Movi ng Expenses

Interest Paid

Charitable Contributions

XoYo¥oX Fo¥o¥oX Jok - Nako
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THE BASIC COVPONENT SET

Alinony and Child Support Paynments
Casudlty Losses
Paynments for Support of Qhers

ASSETS AND LIABILITIES

Val ue of Home

Val ue of Home Furnishings

Val ue of Vehicle(s)

val ue of Business Property

Val ue of Farm or Ranch

Val ue of Other Real Property

Val ue of Qther Personal Property
Bonds

Securities

Checking Accounts

Savings Accounts

Cash Value of Life Insurance
Loans Oned by Individuals
Present Value of Pension Bights
Qther Amounts Due

Net (Depreciated) Value of Human Capital

Mortgage Debt on Home

Instal Inment Credit Debt

Qut standi ng Debt on Car Loan

Debt Secured by Business Property.
Mortgage Debt on Farm or Ranch
Mortgage Debt on Qther Real Property
Debt to Brokers or Dealers

Personal Loan Bal ance Qutstanding
Amount Oaned to Qther |Individuals

Qt her Anmounts Payabl e
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wealth into a single neasure; for these concepts the specific itenms included
g
in wealth becorme inportant and are reported.

Table |-4 uses the basic conponent set to summarize and conpare the trans-
actions included and excluded in the income concepts discussed in this report.
This table is especially useful when one wishes to conpare two or nore income
concepts. As an exanple, one nmay conpare the existing definition of taxable
income with the proposed canprehensive tax base. The latter includes such
conponents as capital gains, public cash transfer payments, and private trans-
fers not now included in the definition of taxable income

Because the conponents are simlar to included entries (as regards included
and excluded conponents) ,no tabulation is provided for the follow ng con-
cepts: relative income; permanent inceme (See Di sposabl e Personal Incone);
adj usted broad incaue (see Family Income); earnings capacity (see Potentia
Incone). The various econonic well-being neasures are also not tabul ated.
They represent adjustments to fam |y income concept to'take account of wealth,
| ei sure, and needs. '

1.5 Summary Of Analytic Units and Accounting Periods

I ncome concepts differ as well in the analytic unit for whom income is typi-
cally aggregated. Table 1-5 identifies the analytic unit npbst commonly asso-
ciated with each concept. Production-based concepts typically use the indi-
vidual, while other concepts require a nulti-person unit. \Wile the Census
Bureau and other survey organizations have typically adopted the existence

of famlial |inks anmong househol d nenbers, as the basis for formng such
units, many analyts have criticized the use-of kinship links, rather than
econom ¢ |inkages, as a basis for assigning persons to an analytic unit (see
Chapter 4). Thus the use of the term "fanmily" for distributional concepts
is a concession to available data; preferable alternatives suggested include
a consumng unit, a nuclear famly (husband, wife, and mnor children only),
or an adult unit (single adult, together with mnor children living within
the same household). Accounting periods vary, but the crucial distinction
I's between current measures (annual or shorter period) and lifetine neasures,
based on expected future inconme. An unresolved conceptual problem wth the
latter group is the conbination of a |ifetime measure with a nultiperson unit.
What is the "lifetime" of a famly? The inplicit (or rarely, explicit)

14



TABLE |-4
SuMMARY OF COKPONENTS | NCLUDED | N | NCOVE CONCEPTS

] d ™ '] o
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COMPONETS falo % 2 (58 (2B EE 2255855 558
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O A = @ | = Z2 O ~QmQ] & O RO M @& [Z =] - 4 [-%
. Labor Income
A.1 Civilian Wages XTI XX ] XXX X XIXIx X 1iX X 1X
1.2 Civilian Salaries XXX [ XXX X X1 X IX 11X 1X X IX
A.3 Tips and Gratuities XXX XIX1X X XXX [ X |X X
\.4 Honoraria and Awards X X X X | A X
1.5 Sick Pay X1 X X X X {1 X 1X X X [X
1.6 WIN P_ymem:s i X X X X1 X X
A.7 Active Military pay--Nonhazardous Duty ITiX1 XX 1xXt1x X 1Y 1 X 1 X X 1TX
1.8 Active Military Pay--Hazardous Duty X X1 X {X XX XX X 1X
1.9 Military Reserve Pay XX XX ] X X XITX X ]X X X
1,10 Insurance Provided by Emplover AT X T X X X X | X
1.1l Emplover Contributions to Pension Plan XXX X X
».12 Earnings Paid in Kind X1 X1 X X X X X
+.13 Value of Bargain Purchases from Employer X | X1 X ' X X
1.14 Imputed Incoame from Hoame Activity X X
+.15 Imputed Income while Attending School X X
1,16 Value of Leisure Time X X
3. Business Income
3.1 Net Income from Business Proprietorship X[ X]TX]T X1 XX X XITX[X XX X
3.2 Net Inceme from Business Partnership LI XTI XXX 1 X X XXX 71X §X X | X
3.3 MNet Income from Farm Proprietorship XXX X1 X{X X X 1 X I X {1 X{X X T X
3.4 Net Income from Farm Partnership X XXX ] X)X X XITX 71X iX X 1 X
3.5 Value of Food Produced and Consumed by Owner of Famm L1 X X £ 1 X A XX
3.6 Gambling Winnings or Losses X X X X1 XXX iX
z Property Income
>.1 Interest X X X X (X IXPX X iIXxix{XxiX
1.2 Dividends X X X X X1 XXX iX X 1 X
1.3 Net Income from Rental Property X X X X X1 XxPxtxix X [ X
:.4 Rovalties X X X X X1 X1 XX ]X X 1X
;.5 Realized Capital Gains or Losses X X XX I X1 X1iX
:.6 Unrealized Capital Gains or Losses X X
:.7 Imputed Rent on Owner-Occupied Home X X X X1 X{X|X
.8 Imputed Service Value of Durable Goods X X
1.9 Receipts from Private Pension Plan X X X X X X1 X X
.10 Receipts from Public Pension Plan X X X X X1 XX X
.11 Income from a Trust X X X XTI X[ XX ]X X
.12 Retained Earnings of Corporation X
.13 Corporate Income Tax Liability X
. Public Cash Transfer Payments
.1 Social Security Retirement Benefits X1 X X X X X1 X [ XX X
.2 Social Security Disability Benfits X1 X X X X X1 XXX X
.3 Social Security Survivor's Benefits X1 X X X X X1 X1 X1 X X
.4 Railroad Retirement Benefits X1 X X X X X1 X1 X1 X X
.5. Unemployment Benefits X1 X X X X X1 X1 XiX X
.6 Workmen's Compensation Payments X1 X X X X X1 X1 X1 X X
.7 Veteran's Disability Pension--Service Connected X1 X X X X X1 X1 X] X X
.8 Veteran's Disability Pension--Nonservice Connected X1 X X X X X1 X1 XX X
.9 Pension for Survivors of Veterans X1 X X X X KT AT X1 X
.10 Veteran's Educational Benefits Al X X X X X1 X X1 X X
.11 Aid to Families with Dependent Children X] X X X XIXTXT1 X X
.12 Supplemental Security Income X1 X A X X X{ X1 X ] X X
.13 General Assistance X1 X X X X X X1 XX X
.14 Other Public Assistance A X X X X XTI XTI X] X X
. Public In-kind Transfers
.1 Bonus Value of Food Stamps A X X1 XX X
.2 School Meal Subsidy X X X
.3 Medicare Benefits X X X X X
.4 Medicaid Benefits X X
.5 Medical Care Provided bv Veterans Administration X X
.6 Public Housing Subsidy X X X
.7 Assistance to Homeowners (Section 235 and 502) X X X
.8 Assistance to Renters (Section 8, 101, 236, 515) X X
.9 Subsidy from Public Higher Education X X X
.10 Scholarships and Fellowships X X1 X[ X X
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SUMMARY

TABLE | -4 (continued)
OF COMPONENTS INCLUDED IN INcOME CONCEPTS

COMPONENTS

Disposable Per-|
sonal Income
Life Cycle
Income

Earnings
Potential
Income

Net Earnings
Census Money
Income

BEA-Personal

Income-Size

Distribution

Taxable Income

Comprensive
Tax Base

Consumption
Tax Base

Family Income

Income Tax Base

Negative

Income In-kind

National Incomel

Personal Income]

Gifts

Bequest s

X [><}

XX

Damages (Net of Associateé¢l Costs)

Schol arshi ps and Fel | owshi ps .

T Tt m g

(-] [Sa] B~ (O8] BNY 124

I>dx |x =54

| ><|

>q ><| ><|><]| ><] >«

Js| X

<X | >4 >4 X

=
>
4

> |><

Training Provided by Employer

Prizes and Awards

Support Provided by oOthers

> >«

[Xe] [ee} BN

Proceeds from Life Insurance

> <> |><|x|x]|*

<] 3|

>4 >4

Expendi t ures

Commuting COSt

Child Care--iithin the Home

Child Care=-Outside_the Heme

Uni on Dues

Dues to Professional O ganizations

Clothing and Tools Required in Wrk

Educational Expenses

> | < || >d> | <
>'<><><><>#><><

Medical Expensas

><><><><x><><><

Medical Insurance Premium

> »<f > x | < | x| > ><

><] o] > X | X | X[ ><]>x

o] 3] > X< | < | X 2] <

Rent

Mortgage Principal and Interest

olojlolofo|olo|o|o|ol@|@|e |T|n|m

Utility Payments

I nsurance on Home

4 Federal Incone Taxes

QO]

F.I.C.A. Taxes

o)

16 State Incae Taxes

G.17 Local VAge or Income Taxes

<] > <] >}
> ><f5<]><
>l ><><]><]
><>ﬁ><><

o< > 5<f >«

G.18 State "sdzes-—ou: Excise Taxes

G 19 State and Local Property Taxes

G.20 Moving Expenses

>
b

G 21 Interest pPaid

G -- ~---itable Contributions

73.23 Alinpony aod chi 1 A Sngaart Pavnants

3. 24 Casualty Losses

) S<) ><f < <] rd > > >

><f <><]><] [o<]o<]><]><]
3

G 25 Paynents for Support of Cthers

>d > 2<]><]><]><]><]><] |><

Assets

Val ue _of Hone

.

Val ue _of Rone Furnishings

Val ue of venicLe(s)

Val ue of Business Property

Val ue of Fa- or Ranch

Val ue of Qther Real Propexty

Val ue of CQther Personal Property

Bonds

Securities

Checking Accounts

.

Savl ngsS Accounts

Cash value of Life Insurance

Loans Owed by Individuals

Present Value of Pension Rights

Other Amounts Due

am|mbm|m | m | mf ] o] o | ) s [ oo o ox: fem

afele

b= )i fie fi= | s | =] O] 00| it | 0] ] o) o |-

LATTIESTRITN] | Eed

>} <] ] ] <k ] ] > 3] > ><ch >l 5] <] <

i<t o<t >l <] [l <} 2] 2<] ><f > 2] ><f ><

Net (Depreciated) Value of Human Capital

Liabilities

Mortgage Jiaht on Home

Installment Credit Debt

Qutstanding Debt on Car Loan

< <] ><| ><

Debt Secured by Business Property

Mortgage Debt on Farm or Ranch

Mortgage Debt on Other Real Property

Debt to Brokers or Dealers

[ (2 [ A L4110} [ {9 [} (2% 2]

Personal Loan Balance Qutstanding

Amount Owed to Other Individuals

iwiolgjonfuntalwinir

[
o

1J. Other Amounts Payable

> > ><f > > | > ><| ><| < | <

><f ><| ><t >t ><
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TABLE 1-5

suMMARY OF ANALYTIC UNI TS AND ACCOUNTI NG PERI ODS

Concept

CONSUMPTION AND SAVING (Chapter 2)

(1) Di sposabl e personal incone
(2) Rel ative incane

(3) Life cycle hypothesis

{4) Permanent income

PRDDUCTION THEORY ( Chapter 3)

(5) Earni ngs
(6) Potential income
(7) Net earnings

| NCOVE DISTRIBUTION AND REDISTRIBUTION (Chapter 4}

(8} Census noney income

(9) Personal i ncome-site distribution definition

{10) I.R.5. taxabl e income

(11) Canprehensive tax base

{12) Cash flow in consunption tax base
(13) Fanm |y income

(14) Negative income tax base

(15) Adj usted broad income

(16) Earni ngs capacity

ECONOM C VELL- BEI NG ( Chapter 5)

(17) Morgan-Snith Ews
(18} Xansen-\\éi shbrod Ews
(19) Taussi g EWB

SOCIAL ACCOUNTS (Chapter 6)

(20) National income.
(21) Personal income
(22) Measure of economic welfare

NOTES

Ia consuming unit i S agroup of i ndi vi dual s who pool

Analytic Unit

. .1
Consuming Uni
consuming Unity
Consuming Unitl
Consuming UNIT

Individual
Individual/Household
I ndi vi dual

Family®

Family

Varies 4
Not SPecified4
Not Specif ied
Pamily

Nucl ear Fanily
Fami |y

Fami |y

Family
Family
Fanily or Consuming Unit

Nat i on
Nat i on
Nat i on

or by assignment ofresponsibility to an individual within the gr oup.

2Formanyconcepts, whet her income i s neasured weekly,
importance as |ong as the neasure is based on current,

3

Accounting Period

Annual or shorter period2
Annual or shorter peri od
Lifetinme

Lifetinme

Annual or shorter period
Lifetim
Annual er shorter period

Annual
Annual
Annual
Annual
Annual
Annual
Mont hl'y
Annual
Annual

(Multi) Annual
Lifetine 5
Depends on Age

Annual
Annual
Annual

resources and nmake consunption decisions collectively

monthly, quarterly,-or annually is not of theoretical

The use of this definition has been extensively criticized. (See Chapter 4.)

4

Tax authorities differ on the question of the appropriate filing unit.

not past or expected future, income.

"Fam|y" neans all fanily nenbers within a household, with all other persons treated as individual units.

Scme woul d make joint returns

mandat ory for husband and wife; others would elimnate joint returas altogether.

5Taussig suggests confinding conparisons of well-being to narrow cohorts, defined by the age of head. He
would use lifetime income neasures for young cohorts and current or noney income neasures for the elderly.
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assunption is}that the expected lifetime of adult famly nenbers defines
the appropriate horizon of neasurement. Expected future incone of ninor
children is ignored, since they are presumed to leave the unit once they
become capable of self-support. The extensive sharing of income between
fam |y menbers living in different households (wealthy parents aiding
children; children supporting elderly parents) has not received the
attention it deserves.
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